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KWOON CHUNG BUS HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

final Results

for the year ended 31 March 2001

The directors of Kwoon Chung Bus Holdings Limited (the "Company") are pleased to announce the audited consolidated results of the Company and its subsidiaries (the "Group") for the year ended 31 March 2001 together with the comparative figures as follows:

Consolidated Profit and Loss Account



2001

2000


Notes
HK$'000

HK$'000

Turnover
1, 2
935,509

853,250

Cost of services rendered

(784,965
)
(682,437
)

Gross profit

150,544

170,813

Other revenue

58,430

31,128

Administrative expenses

(140,194
)
(121,003
)

Other operating expenses

(25,892
)
(18,274
)

Profit from operating activities
2, 3
42,888

62,664

Finance costs

(17,540
)
(16,572
)

Share of profits and losses of:

  Jointly-controlled entities

15,457

23,302

  Associates

(1,055
)
-

Profit before tax

39,750

69,394

Tax
4
(6,358
)
(2,332
)

Profit before minority interests

33,392

67,062

Minority interests

(12,968
)
(16,964
)

Net profit from ordinary activities

  attributable to shareholders

20,424

50,098

Dividends
5
(7,878
)
(27,573
)

RETAINED PROFIT FOR THE YEAR

12,546

22,525

Earnings per share
6
  Basic

5.2 cents

14.0 cents

  Diluted

5.2 cents

13.9 cents

Notes:

1.
Turnover

Turnover represents bus fares and the invoiced value of coach hire and travel related services, tour and hotel services and the sale of electricity.

2.
Turnover and profit by principal activity and geographical area



Contribution to


profit from


Turnover
operating activities


2001

2000

2001

2000

HK$'000

HK$'000

HK$'000

HK$'000

By activity:

  Designated bus routes services
490,858

442,682

29,015

38,487 

  Non-franchised bus and 
coach services
340,683

347,388

(6,838
)
27,492

  Franchised bus services
61,816

60,670

(288
)
(3,704
)

  Other transportation services
4,172

2,510

(1,959
)
(1,030
)

  Tour services
22,415

-

511

-

  Hotel services
14,748

-

(1,725
)
-

  Power generation
817

-

(128
)
-


935,509

853,250

18,588

61,245

  Gain on waived bank borrowings




22,131

-

  Interest income from
jointly-controlled entities




2,169

1,419






42,888

62,664

By geographical area:

  The People's Republic of China:

    Hong Kong, Special Administrative Region
408,002

408,058

(4,978
)
23,788

    Elsewhere
527,507

445,192

47,866

38,876


935,509

853,250

42,888

62,664

3.
Profit from operating activities

The Group's profit from operating activities is arrived at after charging/(crediting):


2001

2000


HK$'000

HK$'000

Depreciation
111,645

90,375

Amortization
574

145

Gain on waived bank borrowings (Note)
(22,131
)
-

Note:

During the year, the Group entered into a debt repayment arrangement with one of its bankers to settle outstanding bank loans of HK$36,231,000 by cash payment of HK$14,100,000, with a gain on the waiver of HK$22,131,000.

4.
Tax

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the estimated assessable profits arising in Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries in which the Group operates, based on existing legislation, interpretations and practices in respect thereof.


2001

2000


HK$'000

HK$'000

Group:

  Hong Kong
108

165

  Elsewhere
6,250

2,140

  Under provision in prior year
-

27


6,358

2,332

5.
Dividends


2001

2000


HK$'000

HK$'000

Interim

  - HK1 cent (2000: HK3 cents) per ordinary share
3,939

11,817

Proposed final

  - HK1 cent (2000: HK4 cents) per ordinary share
3,939

15,756


7,878

27,573

6.
Earnings per share

The calculation of basic earnings per share is based on the net profit attributable to shareholders of HK$20,424,000 (2000: HK$50,098,000) and on the weighted average of 393,906,000 (2000: 359,120,754) ordinary shares in issue during the year.

The calculations of basic and diluted earnings per share are based on:


2001

2000


HK$'000

HK$'000

Earnings:

Net profit attributable to shareholders, for 
the purpose of basic and diluted earnings 
per share calculation
20,424

50,098


2001

2000

Shares:

Weighted average number of ordinary shares in 

  issue during the year for the purpose of basic 
earnings per share calculation 
393,906,000

359,120,754

Weighted average number of ordinary 
shares assumed issued at no consideration 
on deemed exercise of all share

  options outstanding during the year
11,251

1,048,411

Weighted average number of ordinary shares

  for the purpose of diluted earnings 
per share calculation
393,917,251

360,169,165

DIVIDEND

The directors of the Company recommend the payment of a final dividend of HK1 cent (2000: HK4 cents) per share for the year ended 31 March 2001. Subject to the approval of the Company's shareholders at the Company's forthcoming Annual General Meeting to be held on Wednesday, 22 August 2001, the proposed dividend will be paid on or before Friday, 31 August 2001 to the shareholders whose names appear on the Company's register of members on Wednesday, 22 August 2001.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Thursday, 16 August 2001 to Wednesday, 22 August 2001, both days inclusive, during which period no transfer of shares will be effected.

In order to qualify for the final dividend, all transfer forms accompanied by the relevant share certificates must be lodged for registration with the Company's share registrar in Hong Kong, Central Registration Hong Kong Limited, Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong, by no later than 4:00 p.m. on Wednesday, 15 August 2001.

REVIEW OF OPERATIONS 

1.
Non-franchised Bus Services in Hong Kong

The principal non-franchised bus services provided by the Group include student, employee, resident, tour, Mainland China/Hong Kong cross-border and contract hire services.

The Group continued, in terms of the size of the bus fleet, to be the largest non-franchised bus operator in Hong Kong and as at 31 March 2001, was operating a fleet of 587 (2000: 587) licensed buses. The total turnover and gross profit margin have declined mainly because of the keen competition within the industry and that the overall economy of Hong Kong has not yet recovered.

2.
Franchised Bus Services in Lantau Island

The franchised bus services of the Group in Hong Kong are provided by New Lantao Bus Company (1973) Limited ("NLB"), a 99.99% owned subsidiary of the Group, which, as at 31 March 2001, was operating 24 (2000: 23) franchised bus routes in Lantau with a fleet of 84 (2000: 85) buses. For the year ended 31 March 2001, the total turnover of NLB was approximately HK$61.8 million (2000: HK$60.7 million). NLB recorded a loss of approximately HK$1.6 million for the year ended 31 March 2001 (2000: loss of HK$4.6 million). The loss has been reduced due to some effective cost-cutting measures. The patronage of the year was still not satisfactory partly because of the continuous weakening of the novelty effect of the Grand Buddha at Ngong Ping and some visitors might have gone to Mainland China instead, especially during long weekends and public holidays.

3.
Other Operations in Hong Kong

Since the opening of the new airport at Chek Lap Kok, the Group has lined up with Dah Chong Hong (Motor Leasing) Limited to provide a door-to-door limousine service to users travelling between the new airport and other urban locations. Due to keen and, to a certain extent, unhealthy competition, as well as some idle trips owing to bigger demand for outbound trips from the airport than inbound trips to the airport, the Group's investment in this venture has been partially impaired which loss has been provided on a prudent basis during the year.

The Group invested approximately HK$2.7 million and held 18% equity interest in Asia Auto Body Engineering Limited. The synergy is to explore the feasibility of vertical integration, which has been revealed in the Group's previous annual reports. No dividend (2000: dividend of HK$675,000) was received from this investment during the year.

4.
Bus Services in Mainland China

a.
Co-operative Joint Ventures ("CJVs") in Mainland China

As at 31 March 2001, through its joint venture companies, the Group was operating:

-
6 routes in Guangzhou with a fleet of 121 buses

-
5 routes in Shantou with a fleet of 50 buses

-
4 routes in Dalian with a fleet of 144 buses

-
4 routes in Harbin with a fleet of 166 buses

-
4 routes in Anshan with a fleet of 100 buses

The share of profits from these jointly-controlled entities for the year amounted to approximately HK$15.5 million, representing a decrease of about 33.5% as compared with that of approximately HK$23.3 million in the preceding year. The decrease in share of profits was mainly due to the cessation of CJV in Jieyang. The related loss on disposal of the CJV amounted to HK$3.9 million has been provided in the accounts.

b.
Equity Joint Venture ("EJVs") in Mainland China

i.
Shanghai Pudong Kwoon Chung Public Transport Co., Ltd.

As at 31 March 2001, this Group's 51.5% owned subsidiary was operating 32 routes with a fleet of 685 buses and a fleet of 25 taxies in Shanghai, mainly in Pudong area. The share of profit attributable to the Group for the year ended 31 March 2001 was approximately HK$6.4 million (2000: HK$3.7 million). The increase in share of profit was mainly due to expanded economy of scale by the addition of about 100 buses during the year.

ii.
Shanghai Wu Qi Kwoon Chung Public Transport Co., Ltd.

As at 31 March 2001, this 50.09% owned subsidiary was operating 37 routes with a fleet of 1,029 buses and a fleet of 81 taxies in Shanghai, mainly in Puxi area. The share of profit attributable to the Group for the year ended 31 March 2001 was approximately HK$6.6 million (2000: HK$11.9 million). The decrease in share of profit was mainly due to substantial replacement of old buses resulting in loss on disposal of buses during the year.

iii.
Jieyang Guanyun Transportation Co., Ltd.

As at 31 March 2001, this 70% owned subsidiary was operating 4 routes with a fleet of 58 buses. The share of loss attributable to the Group for the year ended 31 March 2001 was approximately HK$2.4 million (2000: HK$145,000).

iv.
Chongqing Kwoon Chung (No. 3) Public Transport Co., Ltd.

As at 31 March 2001, this subsidiary, owned as to 55% by a joint venture company of the Group and Stagecoach Holding Plc., was operating 53 routes with a fleet of 633 buses in Chongqing city. The share of loss attributable to the Group for the year ended 31 March 2001 was approximately HK$1.0 million (2000: profit of approximately HK$1.2 million).

v.
Chongqing Kwoon Chung (New Town) Public Transport Co., Ltd.

As at 31 March 2001, this subsidiary, owned as to 76.64% by a joint venture company of the Group and Stagecoach Holding Plc., was operating 9 routes with a fleet of 208 buses. The share of profit attributable to the Group was approximately HK$336,000 (2000: HK$619,000).

vi.
King Chau Keung Tat Transportation Co., Ltd.

As at 31 March 2001, this Group's 51% owned subsidiary was operating 1 route with a fleet of 10 buses. The share of loss attributable to the Group was approximately HK$457,000 (2000: loss of HK$363,000).

5.
Other Transportation Services in Mainland China

Chongqing Kwoon Chung Ferry Co., Ltd.

As at 31 March 2001, this associated company, owned as to 45% by a joint venture company of the Group and Stagecoach Holding Plc., was operating 1 ferry route with a fleet of 6 ferries. The share of loss attributable to the Group was approximately HK$1.7 million (2000: loss of HK$340,000).

6.
Travel and Tourism Business in Mainland China

During the year, the Group acquired 60% equity interest in Chongqing Tourism (Group) Co., Ltd., which holds investments in a hotel, a travel agency company, a tour bus company and a hydro-electric power plant. The share of profit attributable to the Group for 10 months' operations was approximately HK$10.1 million which included a gain on waived bank borrowing attributable to the Group of HK$13.3 million.

Liquidity and Financial Resources

Funding for the Group's operations during the year mainly came from internally generated cash flows. Any shortfall was financed by term loans and leases from the banks and other non-bank financial institutions. The total indebtedness outstanding at 31 March 2001 was approximately HK$288 million which comprised mainly bank loans and leases and was deployed mainly for purchases of buses and investments in Hong Kong and Mainland China. The leverage was approximately 37.0%.

Funding and Treasury Policy

The Group maintains a prudent funding and treasury policy towards its overall business operations with an aim to minimise financial risks. All future projects will be financed by cash flows from operations or banking facilities or any viable forms of financing in Hong Kong and/or in Mainland China.

Substantially, the income and expenditure of the Group for its Hong Kong operations are denominated in Hong Kong Dollars ("HKD"). For its investments in Mainland China, the major sources of income are in Renminbi ("RMB"). Regardless of the relative stableness of RMB against HKD, the Group has been cautiously observing the trend and will formulate plans in hedging the risks of currency exchange rate fluctuations as and when it is necessary, such as raising funds in RMB from the local capital market or local banking sector if feasible. The Group is also cautious about the risk of interest rate fluctuations as the current bank loans of the Group carry floating interest rates. Appropriate measures in minimising such risks will be duly executed by the Group as and when it is necessary.

Remuneration Policy

The Group recruits, employs, promotes and remunerates its employees based on their qualifications, experience, skills, performances and contributions. Remuneration is also fixed at competitive market rates.

In-house orientation and training courses are arranged for the staff both in Hong Kong and Mainland China. The staff are also encouraged to attend seminars and courses of job-related nature that are organised by professional or educational institutions.

Future Prospects

In view of current market trends of non-franchised bus services in Hong Kong, and prospective development in Lantau for the Group's franchised bus services, coupled with PRC's impending entry into the World Trade Organization, the Group has contemplated to devise its overall strategy in consolidating the existing operations both in Hong Kong and Mainland China in preparation for the prospects that would become available from the outcome of these trends and development.

PUBLICATION OF ANNUAL RESULTS ON THE STOCK EXCHANGE'S WEBSITE

A detailed announcement of annual results of the Group for the year ended 31 March 2001, containing all the information required by paragraphs 45(1) to 45(3) inclusive of Appendix 16 of the Listing Rules of the Stock Exchange, will be published on the Stock Exchange's website in due course.

On behalf of the board of directors

Wong Chung Pak, Thomas

Chairman

Hong Kong, 26 July 2001

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that an Annual General Meeting of the Members of Kwoon Chung Bus Holdings Limited will be held at Private Room, Hoi Yat Heen, 3/F, Harbour Plaza North Point, 665 King's Road, North Point, Hong Kong on Wednesday, 22 August 2001 at 2:00 p.m. of the following purposes:-

(1)
To receive and consider the Audited Financial Statements and the Reports of the Directors and of the Auditors for the year ended 31 March 2001;

(2)
To declare a final dividend;

(3)
To re-elect Directors and to authorise the Board of Directors to fix Directors' remuneration;

(4)
To re-appoint Auditors and to authorise the Board of Directors to fix Auditors' remuneration;

(5)
As special business, to consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT:-

(a)
the exercise by the Directors during the Relevant Period of all the powers of the Company to purchase shares of HK$0.10 each in the capital of the Company, subject to and in accordance with the applicable laws, be and is hereby generally and unconditionally approved;

(b)
the aggregate nominal amount of the shares to be purchased pursuant to the approval in paragraph (a) above shall not exceed 10% of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of this Resolution and the said approval shall be limited accordingly; and 

(c)
for the purpose of this Resolution, "Relevant Period" means the period from the passing of this Resolution until whichever is the earlier of:-

(i)
the conclusion of the next Annual General Meeting of the Company;

(ii)
the expiration of the period within which the next Annual General Meeting of the Company is required by the Bye-laws of the Company or any applicable law to be held; or

(iii)
the revocation or variation of the authority given under this Resolution by ordinary resolution of the shareholders in general meeting.";

(6)
As special business, to consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT:-

(a)
the exercise by the Directors during the Relevant Period of all the powers of the Company to allot, issue and deal with additional shares in the capital of the Company and to make or grant offers, agreements and options which might require the exercise of such powers be and is hereby generally and unconditionally approved;

(b) 
the approval in paragraph (a) shall authorize the Directors to make or grant offers, agreements and options during the Relevant Period which would or might require the exercise of such powers, after the end of the Relevant Period;

(c)
the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted by the Directors pursuant to the approval in paragraph (a), otherwise than pursuant to (i) a Rights Issue or (ii) any scrip dividend or similar arrangement providing with the Bye-laws of the Company or (iii) any share option scheme of the Company, shall not exceed 20% of the aggregate nominal amount of the share capital of the Company in issue at the date of passing of this Resolution and the said approval shall be limited accordingly; and 

(d)
for the purpose of this Resolution:-

"Relevant Period" means the period from the passing of this Resolution until whichever is the earlier of:-

(i)
the conclusion of the next Annual General Meeting of the Company;

(ii)
the expiration of the period within which the next Annual General Meeting of the Company is required by the Bye-laws of the Company or any applicable law to be held; or 

(iii)
the revocation or variation of the authority given under this Resolution by ordinary resolution of the shareholders in general meeting; and

"Rights Issue" means an offer of shares open for a period fixed by the Directors to holders of shares of the Company or any class thereof on the register of members on a fixed record date in proportion to their then holdings of such shares or class thereof (subject to such exclusions or other arrangements as the Directors may deem necessary or expedient in relation to fractional entitlements or having regard to any restrictions or obligations under the laws of, or the requirements of any recognised regulatory body or any stock exchange in any territory outside Hong Kong)."; and

(7)
As special business, to consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT the general mandate referred to in resolution (6) above be and is hereby extended by the addition to the aggregate nominal amount of share capital which may be allotted and issued or agreed conditionally or unconditionally to be allotted and issued by the Directors purchased by the Company since the granting of the said general mandate pursuant to the exercise by the Directors of the powers of the Company to purchase such shares provided that such amount shall not exceed 10% of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of this Resolution.".

By order of the Board

Chan Kwok Kee, Andy

Company Secretary

Hong Kong, 26 July 2001

Notes:

1.
The Register of Members will be closed from Thursday, 16 August 2001 to Wednesday, 22 August 2001 (both days inclusive) during which period no transfer of shares will be registered. In order to qualify for the proposed final dividend, all transfers of shares accompanied by the relevant share certificates and transfer forms must be lodged with the Company's Share Registrar in Hong Kong, Central Registration Hong Kong Limited, Shops 1712-1716, 17/F, Hopewell Centre, 183 Queen's Road East, Hong Kong for registration not later than 4:00 p.m. on Wednesday, 15 August 2001.

2.
A Member may appoint more than one proxy to represent him and vote on his behalf. A proxy need not be a Member. If more than one proxy is so appointed, the appointment shall specify the number and class of shares in respect of which each such proxy is so appointed.

3.
To be valid, a form of proxy and the power of attorney or other authority, if any, under which it is signed, or a notarially certified copy of such power of attorney or authority, must be lodged with the Company's Share Registrar in Hong Kong, Central Registration Hong Kong Limited, Shops 1712-1716, 17/F, Hopewell Centre, 183 Queen's Road East, Hong Kong for registration not less than 48 hours before the time appointed for holding the Meeting.

4.
An explanatory statement containing further details regarding Resolutions Nos. 5 to 7 above will be sent to shareholders shortly together with the 2001 Annual Report.
"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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